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DISTRICTING   AND   APPORTIONMENt 
COMMISSION 

Commission  to  Hold  Final  Public  Hearings. ..The  Districting  and 
Apportionment  Commission  will  hold  the  final  regional  public  hearings  for 
reapportionment  on  September  29  in  Bozeman  and  September  30  in 
Billings.  The  Commission  has  on  its  agenda  the  tentative  adoption  of 
plans    for   the    Central    and    West    Central    Regions    of   the    state. 

To  Adopt  Plan  for  Southcentra!  Montana. ..The  Commission  will  adopt 
the    Southcentral    Region    plans    sometime    in    October. 

Final  Public  Hearing  in  Late  Fall.. .After  the  November  3  election, 
senators  will  receive  a  questionnaire  regarding  new  senate  districts.  A 
hearing  on  the  pairing  of  house  districts  for  new  senate  districts  will  be 
held  in  November.  The  final  public  hearing  on  all  100  house  districts 
and    50   senate    districts    will   be    held    in    November   or   early    December. 
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ENVIRONMENTAL   QUALITY   COUNCIL 

EQC  to  Meet  October  6. ..The  next  Environmental  Quality  Council 
(EQC)  meeting  is  scheduled  for  Tuesday,  October  6,  1992,  in  Room  317 
of   the    State    Capitol. 

Solid  Waste  Management  Issues  Update. ..The  Council  will  review 
implementation  of  its  recommendations  regarding  the  full  range  of  solid 
waste  management  issues  addressed  last  interim.  The  Issues  include 
integrated  waste  management,  fee  rules,  infectious  waste  management, 
waste    oil,    mega-landfill    siting,    and    differential    fees    for   out-of-state    waste. 

Energy  Policy  Study. ..Staff  will  update  the  Council  on  the  overall 
collaborative    process    and    the    energy    fiscal    note    issue. 

Lakeshore  Development  Study. ..The  Council  will  evaluate  comments  on 
draft  legislation  and  reconsider  its  options  regarding  the  noise  and  water 
quality    issues. 

Nondegradation  Policy. ..The  Council  will  continue  its  review  of  the 
state  water  quality  nondegradation  policy  with  an  update  on  recent  agency 
and   judicial    action    and    a    discussion    of   future    Council    action. 

Other  Issues. ..Other  issues  on  the  agenda  include:  further  discussion 
of  the  radon  research  funding  issue,  concerns  regarding  the  Berkeley  Pit 
by  Representative  Fritz  Daily,  updates  on  the  EQC  staff  MEPA  training 
program,  the  Board  of  Oil  and  Gas  Conservation  rules  implementation,  and 
the    results    of   the    state    water    planning    process. 

For    more    information    regarding    these    issues    or    a    copy    of    the    agenda, 
please    contact    the    EQC    staff. 


WATER    POLICY   COMMITTEE 

Water  Policy  Committee  Meets  in  September. ..The  Water  Policy 
Committee  met  Friday,  September  11,  1992,  in  Room  108  of  the  State 
Capitol. 

Dam  Safety  Study. ..The  Committee  addressed  the  dam  insurance  issue 
and      finalized      its      recommendations      to      the      Legislature.  The      final 

recommendations    will    be    forwarded    to    interested    individuals    for    one    last 
round    of    public    comment. 
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Water  Reservation  Study.. .The  Committee  invited  interested  individuals 
to  assist  the  Committee  in  determining  whether  the  current  water 
reservation  process  inhibits  the  construction  of  new  storage  facilities  in 
Montana.  The  Committee  will  review  the  public  comment  and  consider 
its    options    regarding    its    report   to   the    Legislature. 

Water  User  Fees  Studies. ..The  Committee  heard  comments  regarding 
the  studies  from  the  Department  of  Fish,  Wildlife,  and  Parks  and  the 
Department  of  Natural  Resources  and  Conservation.  The  Committee  asked 
for  a  more  detailed  proposal  from  the  agencies.  The  Committee  will 
consider    its    response    to    the    studies    and    final    action. 

Other  Issues.. .The  Committee  also  received  updates  on  the  Water 
Leasing  Program,  the  upper  Missouri  River  reservation  process,  activities 
of  the  Drought  Advisory  Committee,  and  State  Water  Plan  Water 
Quantity/Quality    Final    Plan    Section    adoption    process. 

Will  Meet  in  November. ..The  next  Committee  meeting  is  scheduled  for 
Friday,    November    6,    1992. 

For   more    information    on    these    issues,    please    contact    the    EQC    staff. 


SUBCOMMITTEE   ON    STATE-OWNED   AIRCRAFT 

Subcommittee  Holds  Final  Meeting. ..The  Subcommittee  on  State-owned 
Aircraft  held  its  final  meeting  on  Thursday,  September  24,  1992.  The 
Subcommittee  heard  reports  from  the  Department  of  Administration  and 
discussed    study    recommendations. 

Subcommittee  Hears  From  Department  of  Administration. ..Marvin 
Eicholtz  briefed  the  Subcommittee  on  the  workings  of  the  purchasing  laws 
as     they     apply     to     aircraft     charters     and     aircraft     maintenance.  The 

Subcommittee  learned  that  almost  all  charter  flights  and  aircraft 
maintenance  work  arranged  by  state  agencies  fall  under  the  small 
purchases,  the  exigency,  or  the  sole  source  exemptions  to  the  purchasing 
laws. 

Pat  Emineth  explained  to  the  Subcommittee  how  an  electronic  calendar 
could  assist  state  agencies  in  scheduling  charter  flights  with  other 
agencies.  The  electronic  calendar  could  also  help  agencies  make  better 
use    of   the    state-owned    passenger    aircraft. 

Subcommittee  Discusses  Findings  and  Recommendations. ..The 
Subcommittee  felt  that,  although  it  had  uncovered  some  areas  that  need 
to   be  addressed    by  state   agencies   as   far  as   charter   flights   are  concerned. 
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legislation  was  unnecessary.  The  Subcommittee  discussed  the  possibility 
of  sending  its  recommendations  to  the  Governor  with  a  request  that  they 
be  implemented  as  part  of  executive  policy.  Because  the  Subcommittee 
lacked  a  quorum,  no  final  recommendation  could  be  adopted.  Staff  was 
directed  to  draft  a  final  report  with  the  Subcommittee's  findings  and 
proposed     recommendations.  Once     the     final     report     draft     has     been 

received,  final  decisions  on  the  study  can  be  made  either  by  mail  or  by 
telephone    conference    call. 


LEGISLATIVE   COUNCIL 

Council  Meets  in  September...The  Legislative  Council  met  September 
24.  Staff  discussed  the  response  to  date  from  agencies  concerning  the 
requirements  of  the  legislative  report  clearinghouse  established  by  House 
Bill  No.  231.  After  reviewing  the  list  of  66  required  reports,  the 
Legislative  Council  requested  a  bill  eliminating  the  requirement  for  most 
of  the  reports.  The  bill  would  also  establish  an  efficient  means  of 
presenting    required    reports    to   the    Legislature. 

Council  Authorizes  Legislation...Much  of  the  meeting  was  devoted  to 
discussing  legislation  to  be  proposed  by  the  Legislative  Council.  Bills 
authorized    are: 

•  a  bill  eliminating  the  Montana  Western  Provinces  Boundary 
Advisory    Committee; 

•  a  bill  clarifying  the  staffing  responsibility  of  the  Legislative 
Council; 

•  a  bill  prohibiting  anyone,  including  the  state,  from  copyrighting  the 
Montana  Code  Annotated,  and  providing  that  the  version  of  the 
code  published  by  the  Legislative  Council  is  the  only  official 
version    of   the    MCA; 

•  a  bill  revising  the  laws  governing  the  Montana  membership  on  the 
National  Conference  of  Commissioners  on  Uniform  State  Laws, 
providing  among  other  things  that  the  Legislative  Council  make 
the    appointments    instead    of   the    governor; 

•  a  bill  for  a  constitutional  amendment  to  establish  a  gubernatorial 
review  period  of  10  days  to  sign  or  veto  a  bill  passed  by  the 
Legislature; 
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•  a  bill  to  define  geographical  representation  for  boards  and 
commissions  to  replace  congressional  districts  as  the  basis  for 
that    geographical    representation;    and 

•  a  bill  to  change  the  intern  program  from  reflecting  the  quarter 
system    to    semesters    in    the    Montana    University    System. 

Council  Recommends  Use  of  Permanent  Paper. ..The  Council  heard  a 
report  from  a  staff  group  that  conducted  the  inquiry  into  state  use  of 
permanent  paper  chartered  by  House  Joint  Resolution  No.  22.  The 
Council  supported  a  recommendation  that  the  Department  of  Administration 
establish  a  state  standard  for  permanent  paper  and  provide  a  mechanism 
for  identifying  state  publications  of  enduring  value  that  must  be  printed 
on  such  paper.  The  Council  requested  a  resolution  be  drafted  reflecting 
the    recommendation. 

Changes  to  Bill  Redo  Policy  Adopted. ..An  amendment  to  the  Council 
redo    policy   was    adopted.       The    policy    now   reads: 

"Once  a  bill  draft  has  been  submitted  for  legal  review  by  a  bill 
drafter,  a  requestor  is  entitled  to  submit  a  bill  draft  to  the 
Legislative  Council  drafting  staff  for  correction  or  minor  alteration 
(REDO)  under  the  original  request  priority  one  time.  (1)  To 
receive  the  priority  of  the  original  request  under  this  policy,  the 
requestor  must  notify  the  Legislative  Council  staff  of  the  potential 
need    for   a    change    in    the    draft: 

(a)  within  14  calendar  days  of  delivery  of  a  formal  review  draft  to 
the    legislator    before   the    session    begins;    or 

(b)  within  24  hours  after  delivery  of  a  formal  review  draft  during 
a    legislative    session. 

(2)  The  requestor  must  provide  the  drafter  with  the  information 
required  to  make  all  necessary  corrections  within  14  calendar  days 
after  notification  prior  to  the  beginning  of  a  session  and  within  7 
calendar    days    after    notification    during   a    session." 

The  effect  of  the  revised  rule  is  to  increase  the  efficiency  and 
fairness  of  the  bill  drafting  process  by  reducing  the  amount  of  work 
redone  by  review  staff  at  the  Legislative  Council.  The  policy  makes  it 
especially  important  for  legislators  to  review  draft  bills  as  soon  as  they 
can  and  notify  the  drafter  to  hold  any  draft  of  which  they  are  unsure. 
The  entire  system  will  be  better  served  if  all  necessary  changes  to  a 
draft    are    made    before    the    drafter    submits   the    draft    for   legal    review. 
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Council  to  Request  Agency  Bill  Drafts. ..The  Council  also  nnet  with  the 
Budget  Director  and  discussed  progress  in  the  review  of  administration 
approved  housekeeping  legislation.  The  Council  agreed  to  serve  as  the 
requestor  for  bill  draft  requests  approved  by  the  Budget  Director. 
Agencies  will  recruit  bill  sponsors  after  the  election.  It  is  the  goal  of 
staff  to  have  as  many  as  possible  of  these  routine  bills  drafted  and  ready 
for  introduction  before  starting  to  receive  legislator  requests.  Ideally,  this 
will  spread  drafting  work  out  sufficiently  to  allow  virtually  all  bill  drafting 
to   be    completed    by   the    20th    legislative    day. 

Council  Approves  Appointments. ..The  Council  approved  a  request  by 
Rep.  Norm  Wallin  to  be  named  as  a  delegate  at  large  to  the  Western 
Legislative  Conference  with  service  at  his  own  expense.  The  Council  also 
acceded  to  a  request  by  the  NCSL  president-elect  to  name  Representatives 
Dave  Brown  and  Angela  Russell  vice-chairs  of  NCSL  State-Federal 
Assembly  Committees  with  due  notice  of  the  fact  that  the  July  special 
session    required    reversion    of   all    appropriations   for   NCSL. 


LEGAL    DIVISION 

Legal    Memoranda.. .Constitutionality    of   Tuition    Tax    Credit 

Publications. ..The  Montana  Code  Annotated  on  CD  ROM  will  be 
available  by  early  November.  The  new  CD  contains  the  Montana  Code 
Annotated  statute  text  and  incorporates  the  changes  made  in  both  special 
sessions.  The  CD  contains  the  Montana  Code  Annotated  index  for  the 
first  time.  The  CD  features  updated  annotations  for  all  titles  of  the 
Montana  Code  Annotated.  A  new  form  of  search  software,  Folio  Views, 
is  being  used  for  the  CD.  The  software  will  enhance  searching  capability 
on  the  databases.  The  CD  contains  statute  text  in  WordPerfect  format 
and  features  all  bill  drafting  macros  and  the  internal  reference  report.  The 
price    for   the    CD    is    $107. 

Bids  have  been  awarded  for  the  printing  of  the  publications  for  the 
July  special  legislative  session.  Publications  were  delayed  until  the  results 
of   the    polls   on    the    veto    of    House    Bills    48    and    59    were    available. 

Bill  Drafting. ..The  updated  database  for  drafting  legislation  is  now 
available.  The  Legislative  Council  has  approved  a  revised  policy  for  a 
"redo"  of  a  draft.  Legislators  will  be  asked  to  formally  respond  after  a 
working  draft  is  received.  The  Legislative  Council  had  received  144  bill 
drafting    requests    through    September    28th. 
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LIBRARY 

Nearly  all  of  the  minutes  from  the  July  Special  Session  have  been 
converted  to  microfiche  and  the  microfiche  set  of  committee  minutes 
should  be  available  shortly.  Please  call  the  Library  at  444-3064  for 
further    information. 


LEGISLATIVE   FINANCE   COMMITTEE 

Committee  Meets  September  28. ..The  Legislative  Finance  Committee 
met  in  Helena  on  September  28  to  review  a  number  of  staff  reports  and 
discuss    related    issues. 

Budget  Amendments. ..The  Committee  reviewed  39  budget  amendment 
requests  adding  $6.8  million  spending  authority  and  20.6  FTE  and  voted 
that  38  of  these  requests  met  the  statutory  criteria.  The  Committee  voted 
to  refer  a  request  for  spending  authority  for  $1.5  million  in  higher-than- 
anticipated  six  mill  levy  revenue  back  to  the  Board  of  Regents  and 
recommend  that  the  board  consider  allocating  some  of  the  revenue  to  the 
Agricultural  Experiment  Station  to  offset  a  portion  of  the  budget  reduction 
imposed      during      the      July      Special      Session.  The      Department      of 

Transportation  withdrew  a  budget  amendment  request  to  spend  funds  to 
purchase  additional  motor  pool  vehicles.  To  date  this  biennium,  the 
approving  authorities  have  requested  budget  amendments  to  add  $54.3 
million   spending    authority    and    178.1    FTE. 

Approves  Introduction  of  Committee  Bill. ..The  Committee  also  approved 
introduction  of  a  committee  bill  to  revise  the  budget  amendment  procedure 
by: 

1)  limiting  use  of  budget  amendments  to  additional  grant  and 
matching  funds  or  new  sources  of  revenue  received  after  a  legislative 
session; 

2)  limiting  the  use  of  the  budget  amendment  bill  to  the  current 
biennium    and    the    first   year    of   the    next    biennium; 

3)  deleting    the    evaluation    criteria    requirement;    and 

4)  establishing  a  review  procedure  for  acceptance  and  expenditure  of 
certain    private    funds. 

Fiscal  1993  TRANS.. .The  Board  of  Examiners  has  authorized  the  sale 
of    $135.6    million    in    Tax    and    Revenue    Anticipation    Notes    (TRANS)    for 
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fiscal  1993.  These  notes,  which  have  a  maturity  date  of  June  30, 
1993,  were  sold  at  a  net  interest  rate  of  3.05  percent,  and  the 
Department  of  Administration  (DofA)  estimates  that  the  arbitrage  earnings 
on  the  sale  will  be  approximately  $210,000  (excluding  the  $203,400 
commitment  fee  paid  to  the  Board  of  Investments).  This  is  significantly 
less  than  the  $975,00  arbitrage  earnings  anticipated  during  the  July 
Special    Session. 

The  current  TRANS  issue  is  60  percent  larger  than  the  fiscal  1992 
issue.  DofA  borrowed  $60.0  million  from  the  highways  account  to  repay 
the  fiscal  1992  TRANS  and  will  not  be  able  to  repay  $46.0  million  of 
this    loan    until    the    fiscal    1993    TRANS    proceeds    are    received. 

DofA  projects  that  there  will  be  sufficient  general  fund  revenues  to 
repay  the  TRANS  principal  and  interest  on  June  30,  leaving  a  $9.9 
million  cash  balance.  DofA  notes  there  will  be  $59.1  million  of  other 
"borrowable  funds"  that  will  be  available  if  there  is  insufficient  general 
fund  revenue  to  repay  the  TRANS.  In  addition,  the  Board  of  Investments 
has  signed  a  warrant  purchase  agreement  under  which  it  will  purchase 
any  warrants  registered  against  the  general  fund  necessary  to  repay  the 
TRANS.  The  board  anticipates  using  permanent  coal  tax  trust  funds  if 
it  is  required  to  purchase  warrants.  The  state  has  not  registered 
warrants    since    the    1930's. 

As  in  fiscal  1992,  much  of  the  general  fund  cashflow  deficit  is  due 
to  continuing  loans  to  the  school  equalization  account  (SEA).  DofA 
anticipates  that  the  SEA  will  require  an  $84.7  million  general  fund  loan 
by  May  1993.  DofA  projects  that  the  general  fund  will  have  a  cash 
deficit  by  July  15,  1993,  due  to  the  $38.6  million  delayed  fiscal  1992 
payment    to    school    districts    approved    during   the    July    Special    Session. 

Board  of  Housing  Response  to  HB41...HB41,  passed  during  the  July 
special  session,  directed  the  Board  of  Housing  (BOH)  to  transfer  $500,000 
from  its  Housing  Authority  Enterprise  Fund  (HAEF)  to  the  general  fund  by 
September  1.  BOH  did  not  comply  with  this  law.  The  Committee 
reviewed  a  staff  report  on  the  issue  that  included  the  following 
information: 

1)  the  BOH  is  a  state  entity  established  by  and  operating  under  state 
law; 

2)  the  BOH  is  the  only  state  bonding  program  that  maintains  all  its 
assets  (operational  funds  and  bond  proceeds,  revenues,  and  reserves) 
outside    the    state    treasury;    and 

3)  the  BOH  has  two  fund  sources  that  could  be  deposited  in  the 
HAEF    for   transfer    to   the    general    fund: 

a)     unspent     funds     appropriated     by     the     Legislature     for     Board 
operations;    and 
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b)  unobligated  funds  in  the  Housing  Trust  Fund  and/or  Financial 
Programs    Fund. 

At  the  end  of  fiscal  1992,  the  BOH  had  over  $700,000  of  unspent 
operating  fund  authority.  The  Office  of  the  Legislative  Auditor  found  that 
the  Housing  Trust  Fund  had  an  unobligated  balance  of  over  $687,000 
late  in  fiscal  1992.  The  $500,000  transfer  required  by  HB41  equals 
0.08    percent    of   BOH's   total    reserves. 

The    BOH   has   given  three    reasons   for  failure   to   comply   with   the    law: 

1)  since  BOH  funds  are  maintained  outside  the  state  treasury,  the 
transfer    required    in    HB41    cannot    be    accomplished; 

2)  the  transfer  of  $500,000  to  the  general  fund  could  disrupt 
program  continuity  and  have  a  negative  impact  on  existing  credit 
ratings;    and 

3)  HB41    is    not   sufficiently    clear   to    prompt   the    transfer. 

The  vice-chairman  of  the  BOH  told  the  Committee  that  it  will  seek 
an  Attorney  General's  opinion  concerning  HB41 .  While  Legislative  Finance 
Committee  members  expressed  support  for  the  Board  of  Housing's 
programs,  they  were  very  concerned  by  the  BOH's  failure  to  comply  with 
the  law.  The  Committee  chair  noted  that  the  Legislative  Audit  Committee 
plans  to   discuss   BOH's   noncompliance   with    HB41    at   its   October   meeting. 

Foster  Care/DFS  Information  System. ..The  number  of  children  receiving 
foster  care  services  from  the  Department  of  Family  Services  (DFS) 
increased  38  percent  during  the  period  fiscal  1985  to  fiscal  1992.  The 
number  of  children  remaining  in  the  foster  care  system  four  years  or 
more    appears    to    be    increasing. 

Services  provided  through  the  foster  care  program  range  from  family 
foster  care  (the  least  restrictive,  least  expensive  service)  to  in-state  and 
out-of-state  residential  care  (the  most  expensive,  most  restrictive  services). 
In  between  are  group  homes  and  shelter  care  services.  While  the  costs 
of  group  homes  and  shelter  care  services  have  remained  constant  as  a 
percentage  of  total  costs,  since  1985  there  has  been  a  shift  in  the  cost 
of   services    from    family    foster    care    to    residential    services. 

Total  foster  care  expenditures  increased  173  percent  during  the  period 
fiscal  1985  to  1992,  rising  to  $16.6  million  in  fiscal  1992.  General  fund 
expenditures  grew  even  more  (206  percent),  since  funding  provided  by 
parental  contributions,  non-assumed  counties,  and  the  federal  government 
did  not  keep  pace  with  program  costs.  Expenditures  for  family  foster 
care  increased  by  78  percent,  while  in-state  and  out-of-state  residential 
treatment  costs  increased  by  264  percent.  During  the  same  period,  the 
average    daily    costs    for    family    foster    care    increased    by    19.5    percent, 
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while  the  average  daily  cost  of  in-state  residential  care  increased  109 
percent    and    of   out-of-state    residential    services    increased    78    percent. 

In  fiscal  1988,  DFS  began  the  Prevention,  In-Home,  Post-Placement 
Services  (PIPPS)  program  to  keep  children  in  their  homes  and  to  move 
to  or  maintain  children  in  less  restrictive  settings.  The  available  data 
suggest  that  children  receiving  PIPPS  re-enter  the  foster  care  system  as 
often  as  children  who  have  not  received  PIPPS.  Although  this  would 
seem  to  indicate  the  program  is  not  as  successful  as  it  could  be,  the 
detailed    information    needed    to    draw   a    firm    conclusion    is    not   available. 

The  Committee  also  heard  a  report  on  DFS's  management  information 
computer  system,  which  will  allow  the  department  to  develop  and 
maintain  workload  and  caseload  information.  Based  on  both  a  legislative 
audit  and  DFS  recommendations,  the  Legislature  appropriated  $652,143 
this  biennium  to  DFS  to  develop  this  system.  Due  to  budget  reductions 
and  staff  delays,  DFS  does  not  plan  to  have  the  system  completely 
implemented  until  July  1995.  Federal  regulations  requiring  states  to  have 
such  a  system  operating  by  early  fiscal  1994  have  not  been  finalized  and 
are    not   currently    in    effect. 

1995  Biennium  Budget  Preparation. ..LFA  staff  provided  a  progress 
report  to  date  on  budget  preparation  for  the  upcoming  legislative  session. 
LFA    staff: 

1 )  reported  that  the  Office  of  Budget  and  Program  Planning  (OBPP) 
and  the  LFA  have  agreed  on  a  number  of  budget  details  (such  as 
inflation  factors,  fixed  costs,  personal  services  snapshot,  and 
expenditure  base).  Reaching  agreement  on  these  details  reduces  the 
minor  differences  in  budgets,  allowing  legislators  to  focus  on  policy 
issues. 

2)  reported  on  the  formula  and  factors  that  OBPP  and  LFA  plan  to 
use  in  preparing  the  university  system  current  level  budgets  and  the 
methodology   the    system    has    used    in    preparing    its    budget    request; 

3)  sought   the    Committee's    direction    on    several    budgeting    issues. 

The  Committee  directed  LFA  staff  not  to  impose  vacancy  savings  on 
agency  budgets  when  constructing  the  LFA  current  level.  Committee 
members  felt  it  would  make  comparison  with  the  Executive  Budget 
recommendation  easier  if  the  LFA  prepared  a  fully  funded  1995  biennium 
budget.  The  Legislature  will  then  consider  the  appropriate  level  of 
vacancy    savings    and    FTE    as    it   establishes    appropriation    levels. 

Committee  to  Meet  Before  Session. ..The  Committee  plans  to  hold  one 
more  meeting  prior  to  the  1993  session.  The  date,  which  will  be  in 
November    or    December,    has    not    been    set. 
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JOINT   COMMITTEE   ON    POSTSECONDARY 
EDUCATION    POLICY   AND    BUDGET 

Committee  to  Meet  in  October...The  Joint  Committee  on  Postsecondary 
Education  Policy  and  Budget  is  scheduled  to  hold  Its  next  meeting  on 
October  9,  1992,  in  Room  104  of  the  State  Capitol.  Items  scheduled 
to  be  discussed  include  enrollment  caps  in  the  Montana  University 
System,  proprietary  schools,  nursing  education,  and  the  use  of 
telecommunications    in    higher   education. 


LEGISLATIVE   AUDIT   COMMITTEE 

Committee  to  Meet  October  19. ..The  Legislative  Audit  Committee  plans 
to  meet  October  19,  1992  in  Room  104  of  the  Capitol  Building.  The 
following    is   tentatively    scheduled    for   discussion; 

•       Montana    State    Lottery 

-  Financial-Compliance    (Contract)    {92C-2) 

-  Observations    of    Drawings   and    Events    (Contract)    (92C-1) 

Coal    Board    Grants,    Department    of    Commerce    (Contract)    (91C-7) 

Montana    Board    of    Housing,    Department    of    Commerce    (Contract) 
(92-5) 

Montana    Medical    Legal    Panel    (Contract)    (92C-6) 

Guaranteed      Student      Loan      Program,      Commissioner     of      Higher 
Education    (Financial-Compliance)    (92-25) 

Follow-up,    Department    of    Livestock    (Financial-Compliance) 

Prison    Monitoring    Activities    Update    (Performance) 

Follow-up,    Department    of    Family    Services 

-  Child    Protective    Services    (Performance) 

-  Financial    Audit    Status 

Follow-up,       Department       of      Social      &      Rehabilitation      Services 
(Financial-Compliance) 

Independent    Actuarial    Analysis:       Optional    Retirement    Program    for 
Employees    of   the    Montana    University    System    (Contract) 
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•  FY    93    Budget    Status 

-  Internal    Staff    Memo 

-  Revised    Operating    Plan 

•  Sunrise  Application   -  Clinical  Laboratory   Practice   Act,   Laboratorians 
for    Licensure    (93SR-2) 

•  Sunrise    Application     -    Crematory    Licensure,     Board    of    Morticians 
{93SR-01) 

Other  Business. ..The  Committee  will  also  discuss  the  budget  request 
for  the  1995  biennium,  the  annual  reporting  requirement,  and  audit 
recommended    legislation. 


REVENUE   OVERSIGHT   COMMITTEE 

First  Quarter  FY1993  Revenue  Collections. ..Steve  Bender,  Office  of 
Budget  and  Program  Planning,  presented  a  cautiously  optimistic  report  on 
general  fund  and  school  equalization  account  revenue  collections  through 
the  first  three  months  of  the  current  fiscal  year  at  the  September  25 
meeting  of  the  Revenue  Oversight  Committee  (ROC).  According  to 
Bender's  analysis,  revenue  collections  are  about  4.8%  higher  than 
expected  under  House  Joint  Resolution  No.  2  (the  July  1992  Special 
Session  revenue  estimating  resolution).  Bender  pointed  out  that  only  14% 
of  total  revenue  will  be  collected  by  the  end  of  September.  He  noted 
that  changes  in  the  state's  economy  could  adversely  affect  revenue 
collections    for   the    rest    of   the    year. 

MACo  Property  Tax  Proposal  Evaluated. ..As  part  of  a  comprehensive 
tax  reform  plan,  the  Montana  Association  of  Counties  (MACo)  is  proposing 
major  changes  to  the  property  tax  structure  in  Montana.  All  property, 
with  the  exception  of  agricultural  land  and  net  proceeds  of  mines,  would 
be  taxed  at  100%  of  market  value.  Agricultural  land  would  be  taxed  at 
100%  of  productive  capacity.  Homestead  relief  would  be  provided  by 
exempting  65%  of  the  first  $50,000  of  the  market  value  of  owner- 
occupied  residences.  The  proposal  would  eliminate  most  school  permissive 
levies,  which  would  reduce  property  taxes  by  $185  million  statewide. 
Replacement  revenue  would  come  from  existing  tax  sources  or  from  a 
general    sales    tax. 

At  its  August  24  meeting,  the  Committee  requested  that  the 
Department  of  Revenue  evaluate  the  property  tax  component  of  this 
proposal.  A  report  (MACo  Tax  Reform  Proposal),  prepared  by  Brad 
Simshaw  of  the  Department,  showed  that  the  $185  million  property  tax 
reduction    would    be    unevenly    distributed    by   property   type.    Utilities    would 
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pay  64%  less  in  property  taxes  and  railroads  53%  less.  The  property  tax 
on  business  equipment  would  fall  by  48%  and  residential  property  by 
37%.  The  smallest  reduction  (3.4%)  would  be  for  commercial  property. 
Statewide  average  effective  tax  rates  (taxes  paid  as  a  percent  of 
assessed  or  market  value)  would  fall  from  1.63%  to  1.03%.  The  report 
showed  that  effective  tax  rates  by  property  type  would  be  closer  to  the 
statewide    average   than    is   currently   the   case. 

Value-Added  Tax  Concept  Explored.. .Larry  Finch,  Department  of 
Revenue,  presented  a  report  (The  Value-Added  Tax:  An  Alternative 
Approach  to  Comprehensive  Tax  Reform  in  Montana)  describing  the  value- 
added  tax  (VAT)  concept,  its  revenue  generating  potential  in  Montana,  and 
the  impact  of  a  value-added  tax  on  the  top  50  corporations  in  the  state. 
Finch  defined  a  value-added  tax  as  a  single,  flat-rate  tax  that  is  applied 
to  all  business  activity  regardless  of  ownership  (corporation,  partnership, 
or  sole  proprietorship)  on  the  basis  of  value  added  to  the  economy.  He 
noted  that  there  are  a  variety  of  ways  that  the  VAT  could  be 
implemented,  but  that  an  origin-based  VAT  of  the  consumption  or  income 
type  would  be  appropriate  at  the  state  level.  Under  an  origin-based  VAT, 
exports  would  be  subject  to  the  tax  while  imports  would  not.  A 
consumption  VAT  allows  for  the  immediate  expending  of  capital  acquisition 
costs    while    an    income    VAT    allows    for   depreciation. 

The  revenue  potential  of  the  tax  depends  on  the  type  of  VAT 
implemented,  the  tax  rate,  and  reductions  (e.g.,  exemptions  or  credits)  in 
the  potential  tax  base.  Finch  estimated  that  a  broad-based  income  type 
VAT  in  Montana  could  generate  between  $158  million  and  $356  million. 
The  low  estimate  is  based  on  a  1.77%  tax  rate  (the  revenue  neutral  rate 
for  the  top  50  corporations)  on  all  businesses,  while  the  higher  estimate 
is    based    on    a    4%    tax    rate. 

Other  Business. ..The  Committee  agreed  to  cosponsor  with  the  Indian 
Affairs  Committee  a  bill  draft  authorizing  state-tribal  cooperative  tax 
agreements  and  the  distribution  of  revenue  from  the  agreements.  The 
Committee  also  gave  final  approval  for  a  bill  draft  clarifying  the  taxation 
of  interstate  motor  vehicle  fleets  and  for  a  bill  draft  transferring  Coal  Tax 
Oversight  Subcommittee  duties  to  ROC.  The  Department  of  Revenue 
presented  data  on  corporation  income  tax  returns  and  provided  corporation 
income  tax  revenue  estimates  based  on  several  graduated  rate  structures. 
The  Department  also  presented  a  summary  of  proposed  "housekeeping" 
legislation. 

Next  Meeting  is  November  19  and  20...The  Committee  will  hold  a 
two-day  meeting  November  19  and  20  in  Room  104  of  the  Capitol 
building.  The  primary  purpose  of  this  meeting  is  to  adopt  economic 
assumptions  that  will  be  used  to  establish  the  Committee's  revenue 
estimates    for   the    1993    regular   session. 
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SUBCOMMITTEE   ON    INFORMATION 
PROCESSING   TECHNOLOGY 

Subcommittee  to  Meet  in  October.. .The  Subcommittee  on  Information 
Processing  Technology  in  Montana  state  government  will  hold  its  final 
meeting  on  Monday,  October  26.  The  Subcommittee  will  hear  reports  on 
Department  of  Administration  rules,  policies,  and  procedures  adopted  to 
implement  data  processing  statutory  responsibilities;  the  Legislative  Branch 
Computer  System  Planning  Council  recommendations  to  the  1993 
Legislature;  and  METNET,  the  Montana  Education  Telecommunications 
Network. 

The  Subcommittee  will  also  discuss  a  proposal  to  reorganize 
management  of  the  PPP  (payroll,  personnel,  and  position)  system.  The 
Subcommittee  will  adopt  final  recommendations  that  will  be  presented  to 
the  Legislative  Finance  Committee  for  adoption  and  report  to  the  1993 
Legislature. 


SUBCOMMITTEE   ON    SCHOOL   FUNDING 

Subcommittee  Proposes  Legislation. ..The  Subcommittee  on  School 
Funding  met  on  Friday,  September  18  at  the  State  Capitol.  The 
Subcommittee  approved  a  bill  draft  to  equalize  funding  for  school  district 
facility  needs  with  guaranteed  tax  base  aid.  The  Subcommittee  also 
requested  that  bills  be  drafted  to  make  some  minor  changes  in  the 
transportation  laws  necessitated  by  the  passage  of  SB  82  by  the  1991 
Legislature. 


OCTOBER  1992 


THE  INTERIM 


15 


INTERIM 
CALENDAR 

October    6,    Environmental    Quality    Council,    Room    104 

October   9,    Committee   on    Postsecondary    Education    Policy  and   Budget, 
Room    104 

October    12,    Columbus    Day,    holiday 

October    19,    Legislative    Audit    Committee,    Room    104 

October    26,    Subcommittee    on    Information    Processing    Technology 

November    3,    General    Election    day,    holiday 

November    11,    Veterans    Day,    holiday 

November    19    and    20,    Revenue    Oversight    Committee,    Room    104 

November    26,    Thanksgiving    Day,    holiday 

December    25,    Christmas    Day,    holiday 

1993 

January    1,    New   Year's    Day,    holiday 

January    4,    53rd    Legislature    convenes 


250  copies  of  this  public  document  were  published  at  an 
estimated  cost  of  35c  per  copy,  for  a  total  cost  of 
$122.50,  which  includes  $122.50  for  printing  and  $.00  for 
distribution. 
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